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AUSTRALIAN KEY ECONOMIC INDICATORS 


All values in US$ million (unless otherwise specified) 
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PRINCIPAL U.S. IMPORTS FROM AUSTRALIA: 
Sugar and sugar preparations and honey 
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AUSTRALIA~: Machinery for particular 
industrial machinery and equipment n.e.s. and machine 
fice machines and automatic data processing equipment 
S including air cushion vehicles ($277); miscellaneous 
Ss n.e.s. ($274); transport equipment ($257). 
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Meat and meat 


($268) ; 
crustaceans and molluscs, 


preparation ($700) ; 
metalliferous ores and metal 
and preparations thereof ($70) 


Government Publications and Australian Bureau of Statistics 


1. Percentage changes calculated in Australian dollars 


2. Manufactured articles 


3. Based on figures for FY80-81 





Summary 


The resources investment boom that has been the prominent 
feature of the Australian economy since 1979 appears to have 
slowed in the first quarter of 1982. Although capital expen- 
diture figures were up sharply in 1981, most represent 
commitments made as long as a year ago. Unfortunately, most 
of Australia's major mineral commodities faced stagnant or 
declining markets in 1981, particularly bauxite, alumina, 
copper, iron, Mineral sands, manganese, lead and tungsten. 
Energy--coal, uranium and oil--did well, however. Coal ex- 
ports were at a record level, while oil exploration will swing 
into still higher gear in 1982 and 1983 on the basis of new 
finds in the Cooper and Canning Basins and in the Bass Strait. 
Although energy is expected to stay buoyant, Australia's non- 
fuel minerals sector is expected to continue to stagnate 
until the world economy improves. 


Agricultural exports are a second basic element of Australia's 
economy, accounting for 43 percent of Australia's export trade 
in the 1981-82 financial year. Prospects here are mixed. 

The drought that plagued producers since the summer of 1979 
has ended and production is expected to rise by 23 percent. 
Exports, largely because of excess supply, are expected to 
fall by 11 percent from last year's level, with meat, wheat 
and wool export volumes down, and sugar prices sharply off. 


Most other economic indicators are also gloomy. Inflation has 
picked up to double digits, and is expected to remain there 

for the rest of 1982. All-time high interest rates are 

hindering consumption. Lending for housing, for example, is 

down sharply over last year. Car sales were bumpy in the first 
months of 1982 but set a record in March. The industry ex- 

pects a record sales year. Unemployment hit 7 percent in February, 
nearly half a million people; a postwar record. 


On the external side, there has been what the Australians call 
a "blowout" in their trade deficit, which, in turn, has led to 
a current account deficit for the first eight months (A$5.6 
billion) equal to the current account deficit for all of 1980/ 
81. The exchange rate has reflected the downturn in the 
current account. Against the US dollar, the Australian dollar 
has depreciated 11 percent from its December 1980 high and 
nearly 7 percent from its December 30, 1981 level. 





hile some of the sparkle has gone from the economy, American 
investors and exporters will continue to find plenty of 
opportunities throughout the Australian economy, particularly 
the energy, resources, capital goods and consumer goods 


Uli 


ectors. End Summary. 


Some Of The Glow Off Resources? Although available figures 





- Capital investment for this financial year are buoyant, 
ecting the wave of investment in 1981 in resources and 
ated sectors, some of the bloom has gone from the 
resources sector in recent months. Most major mineral 
ities faced stagnant or ee ee markets in 1981; 
ularly bauxite/alumina, copper, ron ore, mineral sands, 
lead and tungsten. Coal was the star performer 
With a 35 percent increase in 1981 coal exports 
levels, coal earnings have offset earning declines 
1 I -fuel minerals. Uranium mining also did quite well, 
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he Cooper Basin to the South Coast by the end of 1982. 


Capital expenditure was up sharply in the fourth 
of 1981. Private fixed capital expenditure in 
industries was 10.7 percent above the previous 
and 36.2 percent more than the level in the fourth 
f 1980. Over the year, according to Treasury figures, 
re on new buildings and structures was up an esti- 
5 percent, and exnenditure on other new capital 
was up 30.8 percent, both by comparison to 1980 
Capital expenditure in mining during the fourth 
juarter of 1981 was up 93.8 percent on fourth quarter 1980 
Outlays. On the same basis, manufacturing investment was up 
20 percent, finance up 24.4 percent and other industries up 
45.5 percent. As the Minister of Commerce and Industry 
recently warned, much of the investment reflects commitments 
made as long ago as a year. As late as January 1982, 
business expectations, as measured by investment intentions, 
were high, with an anticipated 30 percent increase in capital 
expenditure for the six months through June 1982. 





Under the pressure of high domestic interest rates and the 
recession abroad, business confidence has slumped in the 
last two-three months. The latest Confederation of 
Australian Industry-Bank of New South Wales survey shows 
businessmen at their gloomiest since 1974, with over half 
forecasting a deterioration in business conditions through 
June, with production cutbacks, increased unemployment, and 
downward revisions in capital spending plans. The Confedera- 
tion's gloomy outlook was confirmed at the end of April by 
an Australian Chamber of Commerce-National Bank quarterly 
survey which found the first quarter of 1982 to be the worst 
in seven years. 


Is the glow off the resources boom? At this point in time, 

we would have to answer yes, for the non-energy sector, 
heavily qualified as it may be. We anticipate that the non- 
fuel resources sector is likely to continue to stagnate 

until a definite upturn in world industrial output stimulates 
demand for Australia's raw materials. Moreover, we expect 
growth in energy resource development to be more muted in 

1982 than it was in 1981. Oil should continue buoyant, as it 
is largely an import substitute and oil exports are forbidden. 


However, both uranium mining and LNG development are prone to 
delays. Startup of LNG exports from the Northwest Shelf to 
Japan for example, has been delayed from 1986 to 1987. Coal, 
which had its best year ever in 1981, with a sharp rise over 
1980's record output, will probably experience only modest 
growth at best in 1982. 


Balance of Payments. A decline of 1.6 percent in the value 
of exports and a 16 percent rise in imports over the first 
eight months of the year, appear certain to lead to a trade 
deficit of A$2.5 billion for the full financial year (July 
1981 to June 1982). This will be Australia's first trade 
deficit since the mid-1960's. Weak export growth is caused by 
low wheat exports, poor meat and sugar prices, and general 
economic recession, which has moderated world demand for 
Australian minerals. Export growth has been fueled by con- 
sumer demand aswell as demand for capital goods generated by 
the minerals/energy sector. Imports of machinery and trans- 
port equipment are up 25 percent, while imports of oil, 
chemicals, and other manufactured goods are also up 15 per- 
cent. 





The trade deficit, added to Australia's traditional large 
deficit on invisibles, has led to a current account 

deficit for the first eight months of A$5.6 billion, $400 
million more than the current account deficit for the en- 
tire 1980-81 financial year. Net apparent capital inflow 
for the first eight months of this year -- while strong -- 
has not met expectations. ANZ Bank believes that private 
capital inflow recently has been borrowings, rather than 
direct investments, and concludes that the growth of direct 
Overseas investment in Australian resources has tapered off 
under the impact of a general downturn in world energy 
demand, high costs within Australia, and currency uncertain- 
ties. ANZ's predictions were borne out by the publication 
in mid-April of the March trade figures which showed a 
A$1.4 billion capital inflow - largely borrowings - and 
further large trade account and current account deficits. 


The exchange rate has reflected this turn in the balance of 
payments. On March 31, the Australian dollar midpoint 

stood at Australian $1.0508 to one US dollar, a decline of 

ll percent from its December 1980 high of $1.1807, and a fall 
of 6.8 percent from its December 30, 1981 guotation of 
$1,1279. By mid-April, however, the rate appeared to be 
stabilizing to some extent. It remains to be seen, however, 
whether this is simply a pause, brought about by greater 
capital inflows and/or external pressures on the US dollar 
as a consequence of, e.g., US money supply figures. 


Consumption and Prices. Retail sales continued buoyant during 
the latter half of 1981, showing a 13.6 percent increase, 
compared to rates of growth of 15.1 percent in the first 

six months of 1981 and 11.5 percent in the last six months of 
1980. Retail sales registered a strong performance in 
December 1981, with sales up 3 percent on a seasonally ad- 
justed basis. Retail sales eased off somewhat in January 
1982, and fell again in February. Car sales were off 10 per- 
cent in February, but the industry expects them to improve 

in March, and through the rest of the financial year. Indeed, 
figures released in late April gave the car industry its 

best March and first quarter sales ever. Two new Ford models 
and a new Holden small car are expected to boost sales, with 
Ford predicting overall car and commercial vehicle sales for 
1982 of 615,000 units. High interest rates, however, may 
eventually restrain consumer enthusiasm for big-ticket items. 








Interest rates on car loans are high, and there are fears 
that they will go higher as liquidity and credit are 
squeezed in the next three months. 


High inflation, interest rates and unemployment have had 
their effect on consumer confidence: the Melbourne Univer- 
sity Index of Consumer Confidence fell in January to its 
lowest level in the nine years of the index and stayed there 
during the March survey, released at the end of April. As 
in the United States, high interest rates have had a major 
impact on the housing industry. The number of housing 
permits approved has drifted down since the middle of 1981. 
While permits granted in the last half of 1981 were only 
5.7 percent lower than the level at the end of 1980, lend- 
ing for houses is down sharply, 14.8 percent lower than in 
the last half of 1980. 


In response to growing political pressure, the government on 
March 18 announced the details of a package designed to 

assist both homeowners and those seeking mortgage financing 
(Australians do not have fixed interest home mortgages). 

The package permits a one percentage point rise in govern- 
ment-contirolled home mortgage rates in return for a banking 
sector pledge to provide an additional $400 million for 
housing loans. There are also provisions for postponing 
interest rate increases, as well as for tax rebates and 
means-tested grants to first-time home buyers. These measures 
appear to have relieved the political pressure for the govern- 
ment to "do something" about housing to some extent, but 
housing will not be a growth sector as long as interest 

rates remain where they are. 


Price activity was relatively quiet in 1981, but showed signs 
of picking up in the beginning of 1982. The price index of 
raw material inputs in manufacturing rose by 1.4 percent in 
January, after four consecutive months of lower prices. The 
domestically produced component of this index showed an even 
sharper rise of 1.9 percent while the imported materials 
component rose by a more modest 0.6 percent. The Treasury 
attributes half of the increase in January to higher steel, 
structural metal and sheet metal prices, caused, in turn, 

by the generous metals industry wage award at the end of 1981 
(see the section on employment and wages). 





The Consumer Price Index jumped a full 4.2 percent in the 
fourth quarter of 1981, raising the CPI for 1981 to 

double digits at 11.3 percent. Higher health care charges 
and new sales taxes were the principal cause. The Treasurer 
has announced that it is unlikely that prices will return to 
the single digit level before 1983. The Government did get 
an unexpected break from the first quarter CPI figures, 
released in late April. These showed an increase of only 
1.7 percent, which treasurer John Howard admitted was much 
lower than he expected. On an annual basis, this kind of 
rate, if continued, will bring Australia's inflation back 

to the single digit level, although, as the Treasurer 
pointed out, Australia still has a long way to go before 
matching lower inflation rates in the economies of Japan, 
Germany, and the United States, its major trading partners. 
Unfortunately, Australia publishes its CPI rates on a 
quarterly basis only so there will be no telling whether 
this rate can be maintained until publication of second 
quarter figures in July. 


Employment/Wages. February statistics show the number of 
unemployed at 482,600, a postwar record in absolute 

numbers. The 7.0 percent unemployment rate in February has 
been matched only once before. (The unemployment rate in 
March 1982 dropped to 6.3 percent). A disturbing trend in 
adult unemployment may be developing, with the number of 
adults out of work in February greater than in January. 
Normally, the unemployment rate falls in the January-June 
half of the year. Youth unemployment tapered off somewhat, 
but is still historically high. The overall unemployment 
rate masks some significant regional differences. Unemploy- 
ment in the States runs from 6.6 percent in Victoria and 6.7 
percent in New South Wales to 9.2 percent in Tasmania. 
Employment growth also slackened considerably in 1981 re- 
gistering only a 1.3 percent increase over the year. 


Figures released by the Minister for Industrial Relations 
at the end of March show 1981 to have been the worst year 
for strikes since 1974, with 3000 disputes resulting ina 
loss of 4 million man-days and $220 million in wages. 


The arbitration commission in Melbourne is currently hearing 
the National Wage Case, where the Australian Confederation 





of Trade Unions (ACTU) is arguing for a general $25 per 

week increase, reduced for workers who have already received 
a pay hike; $14 per week to compensate for cost-of-living 
increases in the October-December 1981 quarter (4.2 percent) 
and the January-March 1982 quarter; and a return to some 
form of wage indexation. Both industry and government have 
argued for much lower awards and oppose the reintroduction 
of wage indexation, abandoned in mid-1981. The Arbitration 
Commission's decision is expected in late April or early May. 


The Federai Treasury's statistics show substantial wage in- 
creases in December 1981, with rates for adult males 
increasing by 2.4 percent and females by 2.1 percent. About 
70 percent of the increase is attributed to the metals in- 
dustry award, affecting 500,000 workers. The first stage of 
the agreement provided for immediate increases of $20 - $31 
per week, with a $9.30 per week increase in the supplementary 
payments to fitters, and proportionate increases for other 
job classifications. 


Speaking to the concern over inflationary wage increases, Sir 
Phillip Lynch, Minister of Trade and Commerce, said in mid- 
March that the push for higher wages was "Severely limiting" 
Australia's ability to maintain a competitive edge, and was 
threatening employment, investment levels, and future export 
growth. 


Rural Sector. The end of the drought which began in the 
summer of 1979/80, and persisted until the late fall of 1981 
has had a strong beneficial effect on production. The 
winter wheat crop topped 16 million tons, up sharply from 
the 10.9 million tons harvested in the 1979/80 crop year. 
The outlook for both irrigated crops -- rice and cotton -- 
and non-irrigated summer grains and oilseeds is favorable. 
As a consequence, crop production is expected to be up a full 
23 percent in the 1981/82 financial year, with aggregate 
rural output increasing by 11 percent. Lower crop prices, 
mediocre export prospects, and higher costs are expected to 
combine to leave net rural output at about its level in 
financial year 1980/81. Adjusting for inflation, this will 
mean a further fall in farm income this year. 
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stable political system and respect for contractual obliga- 
tions have provided Australia with a favorable investment 
climate. Investors should be aware that foreign investments 
are screened and processed by the Foreign Investment Review 
Board (FIRB). About five-sevenths of the investments it 
reviewed last year were approved, although many required 
changes to meet Australian equity and control requirements. 
All potential investors should check Australian legal and 
financial requirements carefully. Both the Embassy and the 
Foreign Investment Review Board welcome inguiries from 
potential investors. 


Trade. The Australian market for imports has expanded sub- 
stantially over the past year. Requirements for capital 
goods by resource and resource-related projects have been a 
major factor. A bouyant consumer market, fueled by higher 
real incomes, has been another source of strength. Given 
current economic conditions, it appears likely that imports 
of both capital goods and consumer goods may stabilize to 
some extent over the next six-twelve months. US companies, 
however, should be well-placed to compete effectively in 
both these sectors. 


More specifically, existing and planned energy and mineral 
projects will require the clearing of overburden as well as 
the construction of roads, port facilities and other support- 
ing infrastructure. These should provide many attractive 
Opportunities for U.S, suppliers of mining, earthmoving and 
construction equipment. 


While sales of mining and heavy construction equipment are 
Obvious beneficiaries of resources development, other 

Capital items have excellent potential as well. Computers, 
business equipment, both hardware and software, and including 
mini-computers for office and farm use, metalworking equip- 
ment, health care items, security and safety equipment, 
agricultural machinery and telecommunications equipment and 
systems all have high export potential. Oil field equipment 
looks very bright for the remainder of 1982 and into 1983. 


Australian labor's high income levels and enthusiasm for 
leisure time activities creates sales opportunities for 





sophisticated consumer goods. Good opportunities are avail- 
able in sporting goods and other recreational and leisure 
equipment, toys, kitchenware, hardware and hand tools. 


In sum, the Australian market is an open one for a wide 

range of US goods and services in nearly all fields. 
Opportunities for US goods and services should continue to be 
plentiful. 





